The Levers of Accountability: Cut Motlons
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During the voting phase, the Lok Sabha can hold the executive accountable using three types of Cut Motions.
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Token Cut Motion
L uhmraten

e Reduces the demand to
exactly 1.

o HiT B} HeTHT <dl &l

W

e Expresses total disapproval
of the underlying policy.
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 Reduces the demand by a

specific stated amount.
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e Suggests specific financial
savings and alternative
allocations.
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e Reduces the demand by
exactly ¥100.
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» Raises a specific grievance
within the government's
domain.
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The Anatomy of the Government Budget
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The Grand Divide: Revenue vs. Capital | #&1 {9157 51 g7 Usil

The entire budget is split into two fundamentally different categories based on their impact on national assets and liabilities. |
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Revenue Budget | 71574 d6ic

—
» Does NOT create new long-term assets. | 75 &rdaifeieh Ul Fa! a-1d1 ¢

» Does NOT create future financial liabilities. | ¥ & fa<ita e=gial 9af @=rar &1
O S B .
* Focuses on daily maintenance. | & w@w@rd R dfed 8
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Capital Budget | T51177d asie

» BUILDS long-term physical/financial assets. | {dafeia wifde/fa<da ufe s=mar 81
» CAN create financial Tiabilities (debt). | fa<fta 2aeiRar (For) der &= Tadr 81
» Focuses on future development. | 4fasg & faerg = &fgd 81




Revenue Receipts

amwis, 8fesh ik fAdeh a1

e
(Income that is not repayable)
3 Tt (S R arae) A w8 £)
+ Tax Revenue: Direct ¢~
°'@ (Income/Corporate Tax) and
Indirect (Custems/GST).
T TR Iesd (ama/Fw &)
afe smrearar (eften spo/sfowd)|
* Non-Tax Revenue: Interest
&é receipts, dividends, fees,
and foreign grants, ==
fe-a oo T wifee,

Funds required for the daily \))
functioning of government \
departments, without altering the
asset-liability baseline.
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Revenue Expenditure
(Spending that creates no assets)

Tod @ (T4 ot & gufs 78 a=mar )

« Salaries, pensions, subsidies,
interest payments, and grants
to states.




The Capital Budget: )
Long-Term Growth &
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A"/ Funds dedicated to building \_ 4 2
physical infrastructure and
managing the long-term
national balance sheet.
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Capital Expenditure
(Spending that builds assets or reduces liability) J
geitna & (Fd St @it @ g ar
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Capital Receipts
(Funds that create liabilities or reduce assets)
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3l Tioan) * Debt-Creating: Fresh
) ﬂ:

Infrastructure (roads, schools;
hospitals), equity in PSUs, and
repayment of loan principal

loans and market
borrowings.
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@ * Non-Debt Creating:
Recovery of loans and
@ disinvestment proceeds.
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The Three States of a Budget
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1. Balanced Budget (dqfeid @s1e)
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2. Surplus Budget (31f22)¥ g37¢)
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Total Revenue = Total Expenditure
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3. Deficit Budget (81T 931<)
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Total Revenue > Total Expenditure
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Total Expenditure > Total Revenue
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Demystifying Deficits: Foundational Formulas
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Budget Deficit
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[Total Expenditure [Total Receipts
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. . [Total Recei
Fiscal Deficit excluding borrowi

[Interest
Payments

Primary Deficit

(9]
B Note: In the government budget, the largest expenditure is interest payments. A1¢: TRBRI da1¢ H, Tad I8 AT AT YPIAH { |




The Deficit Waterfall
g1 BT TA9ITd

Deficits are specific diagnostic tools measuring different types of economic leakage.
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Budget Deficit = Total Expenditure - Total
Receipts (Rarely used now). =~
TSI "R = el 0 - Pl Wfai (3@ g & uft
| s fasan s 8)
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Revenue Deficit = Revenue Expenditure - Revenue
Receipts (Signals non-asset overspending). )
| TS TRt = Ueha &Y - e it (R-sufd sl
m P &l 8)!

Effective Revenue Deficit = Revenue Deficit - Grants

for Capital Assets (Introduced 2012-13).

Wt ST breT = YIS uret - Yaihra Hufadl & fae
3G (2012-13 7 Q21)|

Fiscal Deficit = Total Expenditure - (Revenue
Receipts + Non-Debt Capital Receipts).
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Primary Deficit = Fiscal Deficit - Interest Payments
(Shows current operational shortfall).
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The Dynamics of Assets and Liabilities
Ui 3R AgRT 6 mfaefierar

Asset (TREufd): Provides future benefit (e.g., Gold, Property).

Liability (g<Y): Obligation to pay a debt (e.g., Loan).

.
Capital Receipts )

(gsfhra ofeaa)
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Asset | OR Liability T
(afEufa L a1 &gt 1)

Example: Disinvestment,
Takingaloan T—

Capita}l Expendituy
(d=iiTa =9)

L

Asset T AND Liability |
(uREufa 1 3R ARt L)

(RfYasr, woremn)

Example: Buylng Property
Repaying a Loan —_

(Tafa , 0T YhTH1)
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Revenue Receipts\y 1
Expenditure

(Irorg et ik &)

X X

Asset X AND Liability 3
(No impact / &l3 UHTa -g})

& B

Example: Taxes, Salaries,
Tuitions
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Time & Evolution of Thought
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The Evolution of Budgeting Philosophy
SSTiedT R &l [

Over the decades, the focus of budgeting has shifted from tracking costs to measuring outcomes.
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Line-Item Budgeting: Lists expenditures strictly by category.
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Performance Budgeting: Links spending directly to measurable performance metrics.
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Zero-Based Budgeting (1987-88): Every program must be reviewed and justified afresh from “zero" each year.
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Outcome Budgeting (2005): Focuses strictly on end results and real-world impact achieved, rather than inputs.
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Gender Budgeting (2005-06): Examines all budget allocations specifically through a lens of gender equality.
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The Taxation Engine: Direct vs. Indirect
HRIET WO W&l S41H 319 al

Direct Taxes / Ucd & B
e e——_

__Indirect Taxes / 3Weq&l &

—

Payment Method

Wrar fafer

Paid directly to the government.
Cannot be transferred.

(DY DR Bl YT | SXdiaid Aal fbar
Sl HehdTl)

Paid indirectly. Burden can be
transferred to others.
(3TTIE HY I WA | §1ST GHRI IR ST
ST 9l gl)

Progressive (Rate increases with

Regressive/Proportional (Same

Nature income) burden regardless of ir%:rome). -
wepfd . (srfaTret/3rguTfdes - 3 & uRaTe
(srfceitet - 31 & |12 & §&dt &) B raadiet .
\/\¢
Examples !I_naiome Tax, WeaMx, Corgclr_it.e GS\( , Excmy, Customs Duty.
St (3T, Gaf &, AT @) (GST, 3cT [, HHHAT e )




The Ultimate Indirect Tax: GST Framework
g9 T3T TUTE] he: X GST T

Implementation (&7)):

Destination-Based (7Td<a-

3MuTiRA):

A consumption tax applied
where goods are consumed.

Introduced via 101st Amendment
Act, enforced on July 1, 2017.

Assam was the first state to ratify.

(1019 Herte= sifefAan gr dar fasan
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a&g3il & @ud _ﬁw

Article 279A. Constitutional body
with 33'members. Chaired by
Union Finance Minister.

(3% 279A. 33 Hawl arel Ut
P gt o w3ft srener §1)

Petrol and Alcohol for human

consumption are outside GST.
\/\'
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Micro-Taxes & Economic Phenomena
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Surcharge (m‘i-m)/

payable, not on the total income.
_/__/v
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A ‘tax on tax’ levied on the existing tax (o
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Pigouvian Tax (Repfag é?m)\/\(’)

Tax on activities creating negative
externalities (harmful effects).
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A tax levied for a specific purpose. Collected
by the Centre, not shared with states.
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Cascading Effect @T\'ai@?l H9Q)

The impositian of ‘tax on tax’ at every stage of
production or distribution.
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Fiscal Discipline: The FRBM Acg2003
STHINRT 3F2MF: FRBM HT&aH, 200

Fiscal Responsibility and Budget Management Act

—

Aims to improve fiscal discipline, manage public funds, and reduce the fiscal deficit.
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The 3 Mandated Budget Sta

1. Medium-Term
Fiscal Policy Statement

2. Fiscal Policy
Strategy Statement

sy Hifa orifa
faawon)

Outlines financial Assesses economic

Sets 3-year fiscal targets.

—————— objectives and strategies. conditions like GDP growth.
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Advanced Theories: Revenue & Financing
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Deficit Financing (&TeT fa<atyor)

> e SRR —
= opularize ohn Maynard Keynes.
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g
i ebt Financing (3ot fa=atyon) K
Borrowing money.
Tax Rate Increases Liability (35} S&1dT1 8).
The Laffer Curve (%R dsh) ~
Beyond a certain point, increasing tax rates reduces total quity Financing (3feR<& fa=atwon)
revenue because it discourages investment and effort. Selling ownership/shares. Decreases
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